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Federel Minister of All-German Affairs ,? E

For more than five years the population of the Soviet Zone has been puying
tremendous reparations to the USSR. The withdrawal of these assets, amounting
to billions, from the substance of the economy and from current production,
without public accounting and without any opportunity for examining the books, .
is not only an economic problem but also a political problem of the first mag-
nitude. This situation is one of the reasons for the economic and political
weakress as well as for the low standard of living of the Soviet Zone popula-
tion. Existence of this situation has also speeded up the break between the
East and the West during the discussions of the major powers on the fate of
Germany in the conferences of the Council of Foreign Ministers between 1945
and 1947 and hes prevented the restoration of German unity. From the very be-
ginning deliveries of reparations have been levied in the twilight of vague
and misleading data and have been subject to the arbitrary and hairsplitting
interpretation of the internationsl egreements by the USSR. Since neither
the signatory powers of Potsdam nor the German public opinion have been able
to control this form of exploitation of the Soviet Zone, the importance of
reparations in the total picture of the entire Germen problem cannot be over-
emphasized.

PREFACE

Therefore, it is urgently necessary to try to present the extent of these
reparations and the forms in which they have been levied. The conclusion,
rzached here by careful methods and cautious procedure, is of special im-
portance if it is examined not only from the econonic and intra-German stand-
point but also in the broader perspective of the discussions of the past years
conducted between the United Stetes, Great Britzin, and the USSR regarding the
Justification of Soviet demands.

The Yalta Conference (3 - 11 February i9h5) unanimously formulated the
reparations claims of the three victor nations: Germmny should be obliged to
pay as much as possible and "in equel form" for damages which it had inflicted
on the Allles during the war. The powers discussed the problem of fixing the
total amount and the methods for eventual payments but they never reached a
clear and final decision on this matter. The months following the Yalta Con-
ference disclosed profound differences of opinion which were finslly overcome
through a compromise formula expressed in the Principles decided upcn nt Pots-
dam. Although the Potsdam formula did not esteblish the total amount of the
reparations, it set a limit to reparations which could be demnnded from Germany

- by establishing the guiding principles whizh, us a result of the experiences
gained after World War I, were Jointly asdopted fnr the generzl solution of the
German postwar problem from the standpoint of “European cecurity'.

Since in the opinion of the Allies, the military disarmament of Germnay
without industrial demobilization was ineffective 4fter World Wor I, nnd slrnce
the reparations problem, solved as an Interneticnal finance anit dedbt prekhlem,

proved _/fat that timg7 to be the rzin cause of the wWorld economic rvinis with.
out being able to prevent German rearmament, this time the dennnds for indus -
trial demobilization and for reparations weve to be considered -« ane prodlos;

reparations were to be paid only fr-om ithe real values resulting {reom indus-
trial dismantlings and supplemented only by German assets confllzeated in
foreigu countries.

Accordingly, the Potsdam decisions provided for the reductlon of Gemmar
economy to the status of a peace-time economy whi ech would soatisfy the do
tic needs of the German population and assure "on aversge Buropann standord

o
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of living"; the products needed for the mainteaance of this standard of liv-
ing which were not uvailable were to be imported and peid tfor with German ex-
port goods. An import-export plan was to be estoblished tor the entire Germon S
economic sphere by all participating powers with the purpose of keeping Ger- - oo
many economically prosperous and independent of aid from foreign countries, '

The reparations settlement of Potsdem was subject to these binding guiding
nrineinies ~rd o the gennrral recogn’tior of the intrgrity of the Germar erc-
nomic ‘sphere although, for practical purposes, the follwing division of in-
terests between the Soviet Union and the Western Powers was agreed upon:

1. The reparations claims of the USSR were to be satisfied Ehrough as-~
sets to be taken from the zcne occupied by the USSR @oviet Zone/ and from
German foreign assets in Bulgaria, Finland, Rumenie and the Soviet Zone of
Austria.

2. The reparations cleims of the United States, the United Kingdom and ;
the other countries were to be satisfied from the Weetern Zones cf Germany f
and from German foreign assets in the remaining countries of the world.

v 3. In addition to the reparations received oy the USSR from its zone of
occupation, the USSR was to receive from the Western Zones cf Germany 25 per-
cent of certain more definitely specified industrial cepital goods which were
subject to dismantling, 10 percent of them without charge.

L. The dismantling of the irdustrial installations was to be completed
within 2 years.

Beyond the dismantling of Germany's industrial war potential, rné pro-
vision was made for reparations deliveries from the current produc..on of Ger-
many's remaining peuace-time econoriy for a period of twenty yeers, as demanded
by the USSR at Yalta. Unlimited deliveries of goods es reparaltions would make
the stubilization of a balanced Freace-time economy impossible snd would endan-
ger the average European standard of living promised to the Germen populntion.

The USSR rndhered neither tc the spirit nor to the letter of the Potsdam RN
Agreement. By unilateral action the USSR expanded the novers granted to it
over o scpercte geographicel area through novel methods of syphoning off as-
sets, methods which were contrary tc the agreement. It bnsed the reparutions N
policies in its zone of occupation on iis demands brought up &t the Yalta Son-
ference, which, however, were not explicitly conceded by the other powers.
At all the conferences of the Council of Foreign Ministers since Yulta, it
consistently urged npproval of the extent of its demands and of its methods of
collection and stated its rosition cnce mgain at the Mosvow Conterence in 1uhr,
as follows:
One total figure (tased on 1628 world market prices) for 1 reparttoonns to
be paid by Germany should be estublished and from that amount t
receive ten billicn dcllars. The USSR would be w!iiling to pey (o
arations clainms from its share.

ot . -
and's ¢ oye

The reparatiops shculd consist of:

1. Dismantlirg nf indus+rig) feulrment cultnh
ing Soviet fucilitie§7 if such equipment was nor need
time industry; if the equipment of such a factory sho
some other asset u., thuat factory cunnented with its o
livered as repazrations;
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= put few years to reunite Germany f=iled hecause of thin Soviet roattion,

. !:oneluuve picture of tha mluro of exnetions of the occupation powar.

e Lot A S A R

2.  Annual deliveries from current production for w peried of twenty years;
3. QOerman foreign assets;
k. Miscellaneocus services.

To dnte, the USSR has not changed: its views regarding these pr:m.iplen for

v eo).lecting ite clnims. During the dismantling pericd in Germwany, which was
- nost disagreeable anyway, the USSR interpreted Lie term armament industry in

the most arbitrary manner and carried out the dismantling of enterprises to
the greatest extent pogsible, in accordance with the requirements of its owm

" war production, vhile at the sone time using lismantling as sn-instrument for

the Bolshaviat class stn e¢. It deprived the industry remaining in the
Soviet Zone of 30 percenat: (by value) of its productive capacity threugh the
system of 3AG's_nnd eatablished o syster of econcmic exploitaticon of one ccun=
try by lnounrﬁhe nmagnitwde of vhich \taﬂso far unknown in the wordd.

-~ In pddition, the USSR demanded and received annual deliveries of a large

: vol\u:o ol goods from current production. I% wns indifferent %o representations
s1o-bY the US and Great Britain that the deliveries of goods from current produc

_tton \nm n violntton or the Potsden agreement.

'nm pontlcal sgpects of the ;vlet Intranelgence oight be rost aignificantt
the USSR stetad ot the Moncow Con.erence af the Couneil of Foreign Miniatera

. that acceptunca of tts reparation demnnds would congilituts the mine qus non for

the restoraticn of German economte unity. The Govman population still 1o not
sufficiently avare of the fast that during the period 1945 - 19%T, when a com=.
pronise betwaen the former Allies still arpearcd puasible, the dizcusoions about
the restoration of Garman unity niled deoause of these Soviet derande. - The )
USSR made: politisal reun!fioaticn tmpossible by tte rafusal to ngree to the acos
nomle reunification of Garvany weitbaut guiranteec that its reparations Jenoands

' cwould be satisfied by annusl deliveries of gocde from the current vroduction of '
- 81} -of Gersany. Nor 4id *ke UZSR depart from this demand at tha Londen Confers”

“enee of the Ceuneil of Foreign Mintstars in Decerbor 1947, ALl efforts of thﬁ

It is this ponttcal bazkground vhich swes spectiol !mportnnce to DoetoA
Frene Rupp's study. The study tries to penetrate inkto the complieated sid
often comduflaged forcs of econoiile exploitntion and into the chesure ace
counting acthods ‘veed, and to present, as for as possitle, the fnctual and

INTRODUCTION

For numerous reasong the .nvest;gu"lon of the rera'ﬁntim.‘ exnoted oy the
USSR &3 & difflcult tesk. There is only very little msterial nvaili™le whick -

s generally. accessidle. Moither the Germmn autloriities nor probnbl e tm -

Soriet euthorities reelly possess comrlete and extet reconds.

This spplies not omly ta the tooty, referred to o apoils .cf vay, vhose )

value could be only approxizmated in sccorbwee with bhe nstone 28 Lhe Lters

Tt also eppifes to the dismantlings of which at. lrast “he G cuthos 'i!;'m.
huve only o very vogue picture. Recaxis gnther 1 by the Lucnder ndminietran”
wore tracked down and confiscaled by the Zoviet seeret serrice dmmr -hm, iy

19T,

Tkt

The value at vhich the Soviet officials kave wrpraissd the inrge °rt':.'}~L o,
taken cver by the USSR is beiter known. But the ~orpetant authorizizn Ao nop

-5 .
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even have exact figures showing the total reparations from currvent produc -~
tion. To some extent this situetion can be ascribed to the special Soviet |
method which intentionally creates confusion and partly it is also ceused by
the incompetence of the Germasn administration. Only general estimates can
be made of tke other amounts syphoned out of the Soviet Zone.

It is only proper to make these reservations quite explicit. They indicate
thot it 1s utterly impossible to make exact statements with regard to the
deliveries from the Soviet Zone to the USSR, Despite this handicap it is
Possible to arrive at conclusions which make the tregedy of the occupation )
power's past and present exploitation of the Soviet Zone sufficiently clecr.

It is absolutely certain that the value of the reparations deliveries has
already exceeded the ten billion dollar figure which the USSR had demanded.
This is true even though all appraisals may be made with the utmost care
and the lowest estimates may elways be used.

In this study the lowest figures were deliberately used at all times. More -
over, only three broad categories of reparations deliveries were taken into ac-
count for this computation: namely, dismantlings, transfers of the most im-
portant large enterprises to Soviet ownership, and, finally, that part of the
huge payments from the public treasury which was not earmarked for the pay-
ment of occupation costs. All other categories of benefit to the USSR were .
not taken into account: namely, war booty, prisoner-of-war labor » profits from
black market operations, underpayment for East German exports, and mony other
like categories.

Since this study was limited to specific types of reporations and since .
the estimates were kept at the minimum level, it should be understandable
that the total and the indiviaual items computed here as reparation deliveries
of the Soviet Zone remained considergbly below the amounts reported by other
sources. However, it would not be correct to interpret the low figures of this
study as implying criticism of other estimates. The question is still open as
to which estimates are closer to reality. But in any case there is no doubt
that the reparations of the Soviet Zone cannot possibly be lower than the

* figures presented in this paper.

This study is based upon ,_v?fdministrativg? orders of the Soviet occupation
authorities, official administrative materiel of the Soviet Zone, and state-'
ments of high functionaries. Thus the conclusions reeched are w21l documented.
Accordingly there need not be any fear of adverse criticism. This advontage
greatly outweighs the obvious drawback of +he considereable discrepancics from
other estimates. The nethod of presentation is adapted to the fact that of-
ficial documents and similar meterial provide the basis of the investigation;
thn accent 1s on modemtlon.‘

I. FAYMENTS FROM THE PUBLIC TREASURIES

~

It was yossible to cbtein n relatively acsurate plater . of vhe o
mzde for the beneflt of the occupation power from +the ounlis *roreie]
the Soviet Zone. It should bz noted belorehund thnt <he ~ontrad) als
tive units, most of which were later treucht together in th- Go. . n o
Comaissign, originally dld not have the:r cwn tnv revenue ail their A7 cposnd.
They hed insignificant edminis+rative revenues nnd, Lesiden thed
nenced ty the railroad nnd postal. services. The Leender were the Cinneind
centers and hoad the nower of taxation.

(IS
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A. Official Payments

The earliest completely relisble dccument is the Soviet order concerning
the budget of the East German Laender for the fourth guarter of 1946. It
directed the five Laender of the Soviet Zone to contribute 450 million marks
for purposes of "oceupation and reparations.” In addition, payments of
1,125,000,000 marks to the Central Administration for Public Finences were
provided for. But the Central Administration for Public Finances was only
& chammel for this huge amount; for, according to the structure of the entire
financial and administrative system, the Central Administration for Public
Finences could not possibly spend this amount but would have to transfer it
to the occupation power or to spend it for Soviet purposes. Since the pay-
ments to the occupation power had the highest priority over all other expend-
itures,, therec 15 no doudbt that these amounts were actually transferred to
the occupation power or expended for its purposes.

During the last quarter of 1946 the tax revenues of the Laehder were esti-
mated at 2,195,000,000 marks and the total revenues at 2,425,000,000 marks, The

BERCT R ThS ostumetion jorer mmewrving 101,375,000, 000 merip erg, 7 per-

¢ re e tota]l revenues. o

g‘l‘l_g 'ggg.jg-ei %stimate the Laender ggulgn retain only 850 million magks fo?gtheir
nis

ration for this quarter.

Assuming that the same payments were provided for the entire fiscal year,
as ordered for the last quarter of 1946, it would follow that 6.3 billions
marks had to be paid to the occupation power or spent for its purposes from
1 April 1946 to 31 March 1947. From this amount the sum of 1.8 billion marks
wasg explicitly designated es expenditures for occupation and reparations; the
purpose for which the remaining .5 billion marks were to be used was not
indicated.

The second unimpeachnble document is the Order No 13 of 29 January 1948 of
the Soviet Supreme Commonder, Marshall Sokolovskiy. The minister presidents of
the Laender governments were directed in the paragroph I-2 of that order quoted
as follows:

The payments from the Laender treessuries to the German Administra-
tion for Public Finences are to be reduced from 5.2 billion Marks in
1947/1948 to 4.2 billion Marks in 1948, or by one billion, which is
to be used for the economy of the Laerder. TFor the fiscal year
1948/1949 the payments to the German Alministration for Public Finances
from income taxes, turnover taxes, and excise taxes are %o be fixad
at the following amounts:

1948 - 1949 Com Fig for 1947 - 10LE
Land {million marks) (million mroe)

Brandenburg 750 Q0o

Mecklenburg 275 ke

Sachsen-Anhalt a5 1,220

Sachsen 1,325 : 1,650

Thueringen 715 +,C00

Tt should be noted that these amounts do not correspond to thone wpiat, i
the fiscal year 19h& - 1947 were listed under the head!ns "Payments wo Lhe
Central Administration for Public Finances." For they also include the pavmen. o

o]
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which vere previously entered under "occupation and reparations' and there-
fore the figures should be compared with the total amount of 6.3 billion
marks. In other words, the amounts to be paid were considerably lowered
by the USSR between 1946 and 19L48.

Despite this reduction, the amounts demanded continued to represent a
tremendous burden on the public finances. The actual tax revenue of the
Soviet Zone Laender amounted to 8,180,000,000 marks during the fiscal year
1947/1948; 64 percent of the payments by the Laender to the Central Adminis-~
tration for Public Finances was for the occupation power. The tax revenues
were somewhat lower in 194L8/1949; together with the taxes of the German
Economic Commission, which were instituted during that year, tax revenues
toteled 7,780,000,000 marks. Because of the reduction by the one billion
mentioned above, the payments to the occupation power went down to 54 percent
of the total tax revenues.

The fiscal year 1949 included the months April - December 1949 only. In
order to establish unity between the budget plan and the other plans, the’
calendar year was adopted as the fiscal year. At the same time a reorganiza-
tion of the entire financial setup was started which assured the central admin-
istration considerable revenues of its own in 1949, and finally transferred the
Iull power of taxation to the zonal administration in 13950.

The psyments of the Laender to the Central Administration for Public Fi-
nances were set at 3,520,000,000 marks for the nine months of the fiscal year
1949, that is, k.7 billion marks, at an annual rate, or more than during the
previous fiscal year. However, this increase does not mean that the payments
to the occupation power were again raigced. In fact, the centrol administration
toock over certein administrative expenditures from the Laender, primearily in
connection with the c~»solidatim of the most important people-owned enter-
priseg into fcderations[:bw called administration§7 which were placed under the
management of the central state industrial administrations. Together with the
duties, the expenses were transferred from the Laender to the central adminis-
tration and thus the increase of the payments by the Laender is readily ex-
plained. However, e careful analysis of the entire budget proves that the
increase of the Laender payments for the reason stated above could be only
relatively small and that for this reason, the same smount 25 in the preceding
year must have been earmarked for the occupying powver,

The budget of the ronal administration, however, tries to create confusion
by showing the amount of 1,0635,000,000 marks us expenditures for reparations.
It was the sole purpose of this public statement to create the impression that
this figure was the total payment to the occupying power. In accordance with
these tactics, Fritz Selbmann, the present Minister of Heavy Industry /new
Minister of Metallurgy and Ore-Mininz/. eccordine to n renort ~f the Comnunis:
newspaper Berliner Zeitung of 12 June 1949, made the Statement at a presrs confer-
ence in Frankfurt/Main, that .. savic. Zone had wot 2Jar~ .7 ccoupati- 518
"for one year." Shortly thercafter1t :ps proved thoi thleg statement vz oo
pletely untrue, when enother Minister officlally speole zbout ocecupat.cn 206t
and even amnounced an alleged total.

The occupation costs and the other payments which wer 2ot exprensly o
reparations in the 1949 budget weore included among the cixpurndlt
Central Administration for Public Finences and crmounted to no less thrn
billion marks. Of this amount 2 billions are paymente to the oc:upying
Therefore in reality, 3,035,000,000 marks were to hazve been spent fur k.
during these nine months which, at an annuesl rate, vould represent an e
iture of #.05 billion marks or close to the %.2 billion marks U Lhe
cediny year. If the Soviet Union did reduce its dzmands, it could Frowve
only by this modest amount. Since it is possible thal payments to the o
tion power are hidden in some other budget items, 1t is juctilfied to .z
separations payments at the old figure.

-8 -
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Since collection or the former Laender taxes was transferred to the Pankow
government in 1950 it was not possible for that year to check up on the size of
payments to the USSR on the basis of the Laender remittances. Since the officiel
taxes were paid directly to the Central Ministry of Finance, '"central, general
projects” no longer had to be financed by Laender payments. On the contrary the
Leender had to get money from the Pankow Ministry of Finance in order to fulfill
the tasks still under their jurisdiction,

The amount of expenditures of this Ministry indicated that no essentisl
changes of payments to the USSR were intended for 1950. ‘[he Ministry of.
Finance planned to spend 5,469,000,000 marks. This amount could not be ex-
pleined otherwise then thet it again included the previous amount of 4.2
billion marks in favor of the USSR. Not including the communel taxes this
amount was 41 percent of the estimated tax revenues. :

The 50-percent reduction of the reparations promised by Stalin for the period
1951-1965, in fact, meant only &n insignificant reduction of German payments.
These payments also had to finance many services furnished by the Soviet Zone,
which were not recognized as reparations payments. Therefore, even after 1951
at least 3.5 billion marks were to be raised annually by the public treasury.

B. Subsidies and Other Supplementary Payments

The compilation of official payments to the occupation power is quite
accurate., But further investigetion is complicated by the Soviet methods of
celculating reparations and by the price policies of the Soviet Zone. Since
the USSR had in mind the value of & certain quantity of goods in their repa-
rations claim of 10 billion dollars, it credited the reparations shipments
only at definite ceiling prices, i.e. at 294k prices. Of course the USSR
frequently established the prices in ¢ very arbitrary manner; it imposed prices
whiech, considering the quality of the goods demanded, were far below the 194h
prices.

The matter was made more complex by the nroblem of settl’ng the invoiees
of the suppliers of reparrtions goods. The basle for the reparations deliveries
is Order No 128 of 1 Noverber 19h5. In addition, genersl delivery specifications
and regulations on the handling of the documents were issued. Furthermore, the
presidents of the provinces and Laender received instructions in which delivery
specifications, and especially the price bacis, were regulated tnough in a
rat™~r vague manner. Aeccordf-g to these ingtructions, the suppliers of repg-
rations gowls were paid only according +o the 194: pricec.

As a result of these instructions 2 very difficult situntion was createl
particularly since the term "1G35% gri~--" s nn* prizieely defined. Esor -
cially complicated were those cases in which the anternriza.s did net provi-srcly
produce the repdration joods in question. In suc.. cAses the USSR woild not
recognize cnlculntions tnsad on the predaciion costs in ihot oartleular cptos
prise in 1944 if this cbviously renlistic nrd Justilied methed woulld yr
prices vhick the USSR did not like.

The producers were frequently unurle to noke onds 'nmt, ot the Toviat.
spproved prices. Although the genersl ur-ice cailing o
forced in the Soviet Zone than in the Jrst. neverihieless a

unavoidable. Therefore, a large number of reparations suppl

subsidized from the public treasury. These subsidies were not toiks
4.2 billion merks earmarked for reparations but wer: n additlon %o tha: - unt.
Therefore, the USSR in effect received considerably more then the ofrl.. .l -ayve-
ments . :
-G -
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Furthermore, in order to hold the price increase tendencies within zs i
narrow limits as possible, generel price subsidies were giralied O e pao ;
ducers of certain commodities, cspzeially rew materials. If such products --

cosl, metals, artificial fibers, and many others -- were used for the pro- ._‘
duction of reparations goods, the subsidies used to keep their prices down, u’%
were'in effect additional reparations payments to the USSR. L

This situation was changed by the "Order on the Settlement of Reparation
Deliveries from the Soviet Occupation Zone of Germany" of 11 April 1947.
Paragraph 10 of this order reads ss follows:

"When in accordance with the order of the Supreme Commander of the Soviet
Military Administration, new prices are approved for individual goods, which
are higher than those of the 1944 price list, the invoices for such goods L
shall be made out showing two prices: the 104h prices and the current prices;
the date and the number of the document which allowed the price increase must
be furnished. The amount representing the Qifference between the two prices
shall be entered on a special line.”

. The result of this new regulation was that the suppliers were paid the
legal maximum prices instead of the ceiling prices. Official price increases
were unavoidable in the long run though the procedure for obtaining the
officinl approval was very complicated end difficult; therefore the price
increases remained within relatively narrow limits. The important fact was that
fror this moment on the higher prices paid the suppliers could be credited as
official reparations payments to the USSR. The additional burden on the
budget arising from subsidies, though not completely elimineted, was, how-
ever, considerably reduced.

This new procedure for settlement _/5[‘ reparation invoiceg_7 was confirmed by
order No hit 0l 16 April 1949 which replaced the settlement regulation of April
1947, though in a diffeceuc form. Unddér iiv 3 the nppeandix to this ordes reads
as follows:

"The reparations deliveries performed are credited to the repe.ctions ac-
count in Deutsche marks et 19Lk wholesale delivery prices of the respective
industry and are entered in the bill on a special line; the suppliers are to
be paid at current market prices. The price charged is to be established, as
follows: .

1. For staple goods, by taking intc azcount the wholesale discounts which
were customary in 1ohh; .

2. For equipment produced on special order, :y converting the produzt’on
cost caleulations to 1Oh% norms and nrices or, if similaer equirment wat pro-
duced previously, by busing the price for the special order on the rice of
such similar equipment prior to 1 January 10O4%;

3. For goods which the particulor £irm did not producs nrevious® 7, by

basing the prices on the 194k prices Tor identical gocds araduced by ~thor
firms."

This order affirmed once move that the USSR would aredit the vero:
cecount only st the 194 prices or, nt Zts discrotian, at even low. s -
rovever, the sugpliers could be paid the higher market nrices.

- 10 -
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Added to the subsidies (formerly high, but now lower) which had to be paid
because of the method of internsl accountins, were & whole series of other ex-
P penditures from the Laender budgets -- in additien Vo the expenditures identd-
v " fied a8 reparstions and the-peyments to the Central Administration for Financial
: Affairs: The Land Sachsen budget for 1949 - 1949 furnished a good picture of
the size of the additional burdens. = This budget covered a period when the new,
more favorsble settlemant with the enterprise: had already Leen-instituted. Ac-
cording to this hudget 22.5 million merks were provided for construction proj-
ects . for the occupation power. Twelve and one half million rarks covevred rents
.and expenses in connection with the evacusion of buildings. Aunother million
. marks was listed for polyclincs of the occupatior power. Furthermore, there was
. an item of 22.3 million marks for the liquidaticn of debts of enterprises which
‘had been made into SAGs. The Laender had to assume the debts which had dbeen in-
_curred betwesn 8 May and the date on vhich the enterprises vere taken over by
the occupation pover. The SAGs of the Land Sachsen were to veceive an additional
30 million marks for "purposes of guneral development”. The sutomoblle induatry i
wvas %0 get 17.4 million marks for repair work on reparations sccount. The amount ?
of 8.5 million marka wac set aside to assist the producers of pre-fabricated ’ :
wooden houses which were uced for reparation purggeen exeluaivel¥. In ad-
-m;.&n the{a ve{e other & ‘stvlu-ea \mic‘r}:;ene ted the gccuga 1o pcmar{‘
P8 not exc ua% but, oo 1+l659, L0 & large extent. For xm@&& unae
g& Larnd Sachsen-Anhalt budpget for whT - 1G45,60 million marks vere provided
40 be used for nothing else but subaidies to the SAGs.

i g i s

o T A S

P P R IS LSRR Y AT A st 4

-
Assuaing that the arme altuation existed in the entire Soviet Zone and

taking jnlo consideration the sdditiona) indirect participation of the occu-

© pation pover in the high general subaidy payment, the Soviet Zone publle
treasuries st have contributed an estimated amcunt of Q.75 blllion marksa
during 19401940 fiscal year, in adittion to the nbove-mentloned 4.2 dillion
earks.  That was in & year when the arder of April 1947 had already hrought

- aboul a cortatn easing of the burden on the public treasury. Therefore, it
sould ke apsumed that tho paymenta during 1748-1949 were not leas than during
the preceding years. Later on there was to have veen a considerable reduction
n eeywents. ’ : :

iy

T

o gy igih on v

‘Flrally, the USSR nlaimed the surpluses which were realized by the Laender .
treseuries. Even the proceede from joans, which the Laender had made on Soviel | -
inttiative wvere channeled to the occupying power. Furthermore, it should be
trien into focount that all reparations deliverles were free of twrmover tax and
alse that no consumption taxes, imposed, for example, on sugar and alcohol,
woare oherged onrreparations. ' "

o A . DB
B e Ty

€.  Loan Liguidation

£

1

3

B i L §

;o FA However, the list !s not yet complete. -The basic Reparations Order Xo 128 . ’
: = © splaka in parsgraph ) sbout deliveries “for reparaticns account snd for loan e ' ‘

renayment.” This loan repayment means the liquidation of a loen which the n i

oraupasion pover had granted to the administration right after the surrende. :

- vaeavse the Soviet Zone had no reserves, as a result of tne blocking of accounts, - :

ard hecousn its revennos strered to come in again orly gradually. o 4

I

-ured Relich mark paper currcnny or of Allied
norasTmeivted My the o - rowey,  The USSR 2 'nanded repaynent for this
lomm in goods. Therelu:<, th- smount should, without question, be regarded |
rs identienl vith reovri tions the East Zone never received any real
equivalent volue for it. Th2 exsct raount 1s not knowm, but the experts -

! : estimute 1t at a mininum of 82C ¢ ilisn rarks.. ) R

%
£
§ ™G dore cone Tried af ces
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D. Railroad and Postal Services ‘ l E
Finally, in csaleulating the poyments to the Soviet Union the payments made i -

by the railroad and postal services should also be taken into account. t was
established that these two public enterprises had to pay 400 million marks
during the fiscel year 1947-1948. There were indications that later on these
contributions were reduced to 300 million marks annually.

E. Genersl Summary

The foregoing information made it possible to draw ur a list of the Soviet
Zone's total poyments to the occupation power or In its favce., a3 far as the
payments were made from the budgets of the Soviet Zone administreztion or
Trom the public enterprises. One might teke exception to details of that
surtiary. To begin with, raether rough estimates had to be made for the
additional peyments from the treasury prior to the fiscal year 19h8.1049,

a year for which quite reliable records were aveailable. thermore, it

was not possible to determine the period during which the 1945 loan was re-
paid. It was assumed that this repayment took place during 1946 and 2947.
Moreover, the validity of drawing conclusions for the entire fiscal year
from the estimate for the fourth quarter of 1946 might be questioned. In-
sofar as such eriticism was justified and insofar as the estimates might be
somevhat too high, th!s possible error should be sufficiently compensated for
by the fact that the payments received by the USSR as occupation ccsts up to
March 1946 were not taken into account. Therefore, it can te safely  assumed
that the total amount of payments up to 1550 is by no means too high.

The computation showed that by the end of 1950 the USSR had received
28.2 villion marks from current payments. It was also ~vident that the
payments hed been considerably decreased since 19hé. .

Peymoris of the Seviet Zone to the USSR (i !llion marks)

From the Budrets

“ - Offin iy Supplementory Ratlerend o
Period Perents Poyrients Postui Services Totel

Aur 45 - Mar N7 ,3C0 1,150 ao 7.

Az 7o Mar W3 5,200 L,150% e} £,750

Acr 10 - Mar Ly e 1Y o 5,250

Avr b« Dee L 3,150 Lo 25 1775

Jrv T8 - Dee SO NG 200 . SO b
Totnl,.

Apr %S - Dec 50 25,050 3,650 1,570 26w
* 750 million werin intluded for subsidles etc. as well o B0 o ilVeg

wavrks for repayment of the 1945 loan granted hy the occupetrion now o

.12 -
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II. UTILIZATION OF PAYMENTS

A. Occupation Costs

What happened to these huge omounts? First, they were used to pay the:
occupation costs. Only little reliable information is availeble to indlczte
the extent of those costs. According to & special compilation prepared by
the Central Administration for Public Finances, 2.1 billion marks were paid
for occupation costs during the calendar year 1948. The amount appears to
be quite high but the reliability of the information is beyond any doubt.

A comparison with the situation in the Federsl Republic does not help
much since the demends of the respective occupation powers are too dis-
similar. The standard of living of the Soviet occupation troops is lowver
than that of the Western occupation troops. In addition the Soviet Zone
pcpulation has to bear directly some burdens which are heavy but connot be
detected in the public budget. Furthermore, the provisions for the rela-
tively large number of troops in the Soviet 2one must be paid from the
Soviet Zone treasuries.

The extent of the maintenance requirements of the Soviet Army can be
seen from & 1347 1list for Thueringen. According to that list not only
food, fuel, and huilding material but also mechines, tools, boots, gun-
stocks, and even hair-clippers had to te supplied. The expenditures for
these items amounted to 45 million marks.

The occupation costs would have totaled about 12 billion merks for
the period from 1045 to the end of 195C if they hud been as high every
year as they were during 1048, But it is definite that the expenditures
for occupation costc have decreaced considerably sinee 19W8. However,
we must consider es much teco low the figure given by J=lnrich Reu, Deputy
Minister President, that the occupation costs hud teen hCO million marks
for 195G. At any rate a conslderable decrease in cocupation costs can
he assumed. Nine billicn may bte considered as the top figure for payments
of occupation costs from the puhlic budgets fer the antire reriod up to
the end of 19%0C.

B. Admitted Reparztions

Since the total poymentc to the ocoupying power weounted te more then
28 billion marks, at least 1% billion merks remnined after deducting :the
occupation costs. This amount in its entirety represented reparad.ous
deliveries regardlecs of the manner In which the mzpey we~ nsed he T
end the Communists, of course, wentioned fizures for the ropursi o Go-
liveries, which were considerably lower.

The f£irct official statement wos meds LY the Boviet Raareme C
the spring of 1746 on the nccuslion of ¢ meeing with *hr . :
traetive personnel of the Soviet Zone. He .unted that the
the first quarter of lghC amounted to 300 million marks, nn £
sponding to 1.2 billion marks n ye:ir.

The budget for the liscal year, April two Deccrbter 150, opiuin indisn
how low the USSR and the SED would like to make the reparations 2up-nr. in
that budget the expenditures of the /Soviet Zone/ administration ror rure
yations were fixed ot 3.,335,000,000 moarks, which would mern 1,375,000,
marks for the 12-month period. Thls amcunt was consisient wwich tho
for 1a46 mentionnd by the Soviet Supreme Corminder.

- 13 -
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Another official statement was the speech c¢n the 1950 Ezonomic Plan de-
liversd by Heinrich Reu bet'ore the Provisional Pecple's Chauer on 18 Jan- LT
uary 1950. He stated that during 1950 the per-capita costs for reparotions :
and occupations amounted to 73 marks. Since just short of 18 million people -
lived in the Soviet Zoneythe total amount of 1.3 billion merks would be the n
result on the basis of the above per-capita figure. This amount, according to {"—&
. Rau, represented 6.3 percent of the industrial gross production value, i.e. k.4 I
i prercent for reparations and 1.9 percent for occupation costs. In round fig- ’ A‘
i ures the reparations would amount to 900 million marks for 1950 and the occu.-
‘ pation costs to LOO million marks.

In order to indicate the absolute and relative reduction of payments to
the occupation pcwer, Rau declaered that the total burden was 1k.6 percent
of the gross production value of 1948, only 12.4 percent in 1949 and would
be the 6.3 percent mentioned above for 1950. The division into reparations
and occupation costs was seid to have been the same for the years 1948-1949
) as it was for 1950, According to the information published by the Soviet Zone
! authorities on the incresgse in the industrial production it was possible to
: compute the industrial z-oss production value for 1948 and 1949. Reparations

ayments during both yeurs were ebout 1.4 billion.marks each, based on the
Buhlished nerggntage ghnre of reparations in the gross indusfriel production.

All such statements, which revolved around approxiizately the same
figures, showed that the published figures for repair.tions deliveries were
congidersbly lower than the payments to the USSR from the public budgets.
This contradiction was never explained either by the occupation power or
iy the responsible Soviet Zone authorities although this fact had re-
peatedly been called to their attention. This stubborn silence was under-
standable since in thi's ccse someone committed 2 serious indiscretion. The
figures for the payments from the public budgets rd those for the alleged
reparations were both furnished by official sources, HNo zccounting was ever
given regarding the use of the large talances whiz. would be at the disposul
of the "Soviets" if the amount of the reparaticnt were as stated, since it
would reveal that open fraud was committed. But the low amounts which were
announced for reparations payments were zroof that out of all the goods and
services which the Soviet Union sgucezed cur f the Soviet Zone it was willing
to count only 2 small part cs reparaticns.

Just how small the part is which the Soviets hove acknowledpged s reparatlions
appears from the records of the Laender and of the Central Administration for
Public Finances on the valuntion of the deliveries. The evidence s not i{ndis-
putable since there 's nnt ¢ single German euthority which has been rhle to
obtain a compl«in _°'-~ture of reparations payments hecause of the very confused
accounting nysten vnl Le2csuse of the incompetence of Soviet Zone sdministration
to cove with the nookkesping taske in-=~lved. But the muterin) presensed her:in

is the only evidence availeble on the German side. It confirw.d what mivh
uave Toen delaceuw from the L0 L eo 8T Llecnes, ue 0L, , Thut oty oo siallopare
of the German payments was credited to the reparations nccount.

| The tcbulation below contoing the velue of recorded service. a<w 12kh srices.
This comprises the amount vhich according to German records in -
nized Dby the USSR ac reperautions payments. Furthermore, the
vizlue of these deliveries at the current legally allowed h
15 the amount which may officially be paid from the funds, - Y
billion marks, set aside for the benefit of the occupation power
that up to 1947 both values, the figures for payments to the o
those for amounts to be credited to the reparstions account,
eccordance with the regulation applicable up to that time,
prices than those of 1JLL can Lo paid to the reparciions suvpliec,
rnly 1€ they are financed from addstional public funds. Later on
i%ugéti %iiggéq prices are from shout 33 to 40 percent hisher than .iw v
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The tabulation contains a much lover value for 1946 than should be expected
after the above-mentioned stetement of the Soviet Supreme Commander that 300
million marks were paid during the first quarter of 1946. This could perhaps
be explained by the fact that the Soviet marshall did not have the actual

the Soviet demands which were known to him. The invoices approved by the USSR,
- which were the basis for payments to the suppliers, arrived very slowly and
haltingly at the beginning. For this reason a considereble part of 1947 book-
keeping entries probably were 1946 deliveries. '

The following calculation . supports this assumption. The total deliveries
at 194L prices amount to 2,123,000 000 wmarks for the two years 1946 - 10L7;
i.e., an average of 1,062,000,000 marks Per year, which is ulmost the exact
amount shown for 1948, i.e., 1,055,000 »000 marks. It appears that there
actually are accounting shifts between 1946 and 1947. But that assumption would
8till lead to a lover annual figure than should have been expected from the
above-mentioned official statements.
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a
Thueringen U3
Brandenburg 5.1
Sachsen o]
Meckienburg 0

Sachsen-Anhalt* /1.67- /1.67 [22.6] [Pie6] 3.

Soviet Zone
[Epproximtiong 7

Reparations Deliveries From Current Paymy ste

(8) At 194 Prices; (v) At wegelly aiieveq rryzes
(In 2112400 marks)

45 1946 1947
b a b 2 E
vl 19h0 19%0  3phg 358,6
5.1 49.5 L9, 5 26.7 26.8
0 215.9  216.9 85,0 585.0
0 ¢} o] 83.0 83,0

7 763 763 1,360 1,450

Y [3%.6 [285.5] [5e6.5]

1,055

148 LN0 (1sr qud Tatal

a k 2 3 2 3
224,35 289.2 SLhodCll yoh,o 608,34
8.7 108.0 5.5 213 vy R I
35.7 oLL 5.5 dhh 13511 1,410.4°
93.5 1158 7.7 254 9h.2  oon2
57 Mg 951.6 1,3i7.8

1,440 285 h10 2,470 i, 070

* In order to get a Picture of the distribution of total reparations deliveries for the individual years, the
n-Anhalt bro}

lump sums for Sachse

were

Token down to correspord to the distribution in the other Laender,

/i"-igures in

brackets were obtained by subtracting the sum of the amounts for the other Laender from the Tigures given for she

entire Soviet Zone,/
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For the period from 1945 to 31 March 1949, the last day of the fiscal year
1085 - Lyitr, totml reparations paid smounted to 3.5 billion marks at 2944 prices
: L.1 billion marks at legally allowed prices. Compared with the actual pay-
v nte these amounts eppeared to be startlingly low.

The 1z~ amount of 3.5 billion marks, which is credited by the USSR as Ger-
. wn delivaerlzs, can in part be expleined by the f-ct Lhat the anality ~ontrol
o] goods, when they are accepted, is very strict and extremely arbitrary. With-
out sufficient reeson some goods, cffered for acceptance, are dectared of sec-
or third quality and the corresponding price reduction is made. Futher-
2, the prices applied by the USSR in many cases are even lower than the
16hh wrices. Added to that is another petty Soviet measure: Fre-
“he USSR refuses to acknowledge deliveries afterwards which already
Ladn paid for.  For, eccording to the regulations, the Soviet Zone
coruntees delivery of the goods up to their arrivel at their destination in
o USSR, This regulation is ridiculous since the Soviet Zore is5, of course,
~Jletely mowerlece to protect the reparation goods after they leave GDR
itory. Thefts cr usccidents, spoilage, or even belated complaints which
annot be checked are charged to the Soviet Zone. Experts are of the cpinion
hat i~ that way the originally acknowledged amount of 3.5 billion marks has
bren subtequently reduced by several hundred million marks.

o

The ahove putation of entries on the reparations account can be con-
finued up to tiwe end of 1950. Although the records for 1949 are incomplete,
n:vertieless they provide quite reliable estimates. According to available
records 1,165,00C,000 marks were credited to the reparations account at the
1944 prices and 1,560,000,000 marks at the legally allowed higher prices for
dalivevies during all of 1949. According to the information from Heinrich
Rau, deliveries valued at 900 million marks were acknowledged for 1950, or
about 1,200,00C,000 marks at the legally allowed prices. Therefore, by the
end of 1950 a total of 5.4 billion marks would have been credited to the
rzparations account ot the 194k prices and 6.7 billion marks a4t the legally
vllowed prices.

Amounts Credited to the Reparations Account
of the Soviet From Current Payments
{In million marks)

Period At 194h Prices At Legally Allowed Prices
19h5-1948 2,135 3,660
1949 1,250 1,800
1250 900 1,200
Total 1945 - 1950 5,435 6,660

C. Incidentel Reparations Costs

At most then, the USSR acknowledges receipt of a maximum of 5.4 billion
marks as reparations and from the balance remaining after deduction of the
occupation costs, the Soviet Zone can count only 6.7 billion marks as repara-
tions payments. The balance /after deduction of the occupation costs/ comes
to over 19 billion marks. Thus the use of almoet 13 billion marks remains
obscure.
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"From this amount incidental reparations expenses must be paid, such as
expenses for transportation and insurance, and subsidies to reduce costs of
loans for the reparations suppliers, ete. The Soviet company DERUTRA has :
the monopoly for transportation of reparations goods. For its services : .
DERUTRA receives about 70 million marks annually; therefore, for the period
from the surrender to the end of 1950 DERUTRA received about 350 million A
marks. It is difficult to estimate the Other incidental expenses but it ) i\
may be assumed that they do not exceed 750 million marks. It is estimated ’ S
that, together with the payments to DERUTRA, incidental expenses amount to :
over one billion marks. )

D. Accumulation of Credit Balances

The amount whose wtimate use remains to be investigated is thus reduced
to 12 billion marks. Part of it was not spent at &l1. It was invested with .
¢ the Guaranty and Credit Bank, a berk in the Soviet Sector of Berlin cherged
with the duty of handling banking for the Soviet Administration y Soviet
Corporations, Soviet trade companies and other Soviet organizations. Origirally
it was an unimportant institution but since 1945 it tras grown into & tremen-
dot}a enterprise. By the end of 1946 its balance sheet value had already reached
896 million marks; within the half yeal, Lo the ead of June 1947, i nad tn-
creased to 2.1 million marks. Its further business growth might be traced
through the amounts deposited by the Soviet bank with other banks of the
Soviet Zone and especially with the Emission and Transfeyr Bank of Brandenburg.
Shortly before the currency reform in the summer of 1948 these deposits
amounted to not less than 3.7 billion marks.

Shortly before the currency reform these deposits were transferred to
the German Emission and Transfer Bank which later was known as the DN. The
deposits of the Soviet Occupying Power, and therefore also those of the
Guaranty and Credit Bank, were expressly exempted from the devaluation loesses
brought about by the currency reforn. Consequently, the credit balance of
the Guaranty and Credit Bank with the DN must have amounted to 3.7 billion
East marks immediately after the currency reform. In the only report pube
lished by the East German Central Institution I'Dg/ by 320 Septerbver 19ko,
these funds were included in the figures for the German Land central banks,
under the heading "Deposits of Centrel Monetary Institutions.” Qut, of a total
of 3.8 billion marks as much as 2.2 billion marks belonged to the Guaranty and
Credit Bank at that time. At the same time the Guaranty and Credit Bank had
deposits of about L0O million marks in the other Sovict Zone banks. Thus a
totel of only 2.6 billion marks is accounted for. The Guaranty and Credit
Bank must have disposed of over cne billion marks in the meantime.

Of course it may be questioned whether the Soviet deposits in the Guaranty
and Credit Bank might not have been derived from sources other then payments
of the Soviet Zone Financial Administration. This possibility should be ruled
out since the USSR opened up various other sources of income for itself. But
the rize of the amounts would lead to the conclusion that at least the nain
rart was derived from official rayments.

The fact, that the USSR keeps large deposits in the Guaranty and Credit
* Bank, proves the falsehood of propaganda statements that in contrast to Ve
Germany the Soviet Zone has no foreign debt. On the contrary, ths Soviet Zone's
foreign debt is very high, even though its econcmy is already excessively
burdened by withdrawals f'rom its capital assets and from current production,
Per capita, the real value of the foreign debt Ls not much lower in the Soviet
Zone than in West Germany
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This reduction in the credit balances (alsc continued leter on), can be
explained by the fact that in the meantime the Guaranty and Credit Bank
Invested its money in profit-making ventures. It uses the money to grant
losns, expecially to the SAGs, end earns satisfactory profits that way.

E. Uranium Mining

If for the time being three billion marks of +the paywents Zrom the wublic
treasuries have not been spent, an additional nine billion marks remain whose
ultimate use 1s still unaccow:ced Tor. A large par. Jf Tuat Louey goes into
uranium mining which employs a large number of people whose work must be con-
sidered reparations services. The deliveries to the Wismut A. Gy which oper-
ates uranium mining, must elso be regarded as reparations.

There are no exact records on the number of persons working in uranium min-
ing. Most of the figures quoted are exaggerated. However, all labor offices
of the Soviet Zone are very busy recruiting manpower for Aue and the other
uranium districts. But it should be teken into consideration that there is a
very considerable turnover of the labor force in uranium mining. Thercfore, the
laber offices do not slways have to recruit edditional workers for an expansion
of the labor force but they must find replacements for the old labor force.

According to the statistics of the Sachsen Ministry of Labor, approximately
55,000 persons had definitely worked in uranium mires by the middle of 1G48. 1In
the meantime this number has increased considerebly since the search for uranium
is constantly expanded over new areas. But it is unlikely that at the present
time the labor force comprises much more than 150,000 workers.

If the annual expenditure for wages and social expenses for ench of the
employed is figured at 4,000 marks, which should not be to high in view of
the relatively high wage rate prevailing in this field, the annual wage bill for
the present number of employees would he GO0 million marks. Liere are onney
expenditures of unknown amount. A conservative estimate of the money spent
for all uranium mining operations by the end of 1950 would come to at lecast
3 billion marks.

F. Purchases by Soviet Trade Companies

There are still about 6 billion marks remaining which the USSR could have
used for purposes other than those mentioned. The main portion of that amount
hrs bren used to finenee murchases in the Soviet Zone hv Soviet trade com-
panies, like Razno Export or Eksportlen. These companies make contracts wiin
German firms for the delivery of goods, vhich for the most part, are not de-
liverad to the USSR but are exported for the account of the Soviet companies.

These orders are not paid for with the money received by the Soviet Trade
companies for the exported goods but with the reparations payments from *the
Administration for Public Finances to the Occupntion power. Thesc trans-
actions -- at the beginning at 194k prices and later on ot the legally allowed
prices -- are even worse for the Soviet Zone than the reparations. Both draw
goods from the Soviet Zone without paying any recl equivalent for them. DBut
in contrast to the reparations, those transactions sre not credited at oll
to the reparations account. The business of these companies has ccnsiderably
decreased during the past years. The reason for this reduction might bte the
lower payments from Soviet Zone public funds because of the incrensed expend-
itures for uranium mining.
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G. Acquisition of Assets

The smaller portion of the remainder was used for the purchase of prop-
erties in Germany. The occupation power purchased all kinds of buildings
all over the Soviet Zone. It was not possible to determine to whet extent
the USSR hed acquired other assets with the payments. But there were indi-
cations thet -- at least prior to the currency reform -- even shares of West
Germen enterprises were purchased.

This completes the long list of uses to which the money hes been put
which the USSR has been receiving from the Soviet Zone treasuries. Although
verfection camnot be claimed for these date, nevertheless it can be stated
that the size of the payments have been estimzted in such a way that an
essentially correct picture of them has been provided.

ITII. SAGs

The continuous withdrawal of money and gocds from the Soviet Zone is only
one part of the reparations payments to the USSR. The other purt consiste of
covering the reparation c¢laims cut of Soviet Zone capital assets. Withdraweleg
of capital ussets took two forms: d<-mantling and transfer to Soviet owner-
ship. There have been additions? withdrewals from the nationsl weelth, above
all, the extensive war "bonty”, Tut these withdrawuls have not been taken into
account because thelr value can hordly be estimnted.

A, Expropriation

The recson ndvunced oy the USSR for declaring the most inportant indussriy]
enterprises of the Soviet Zone as thelr property, was tho contention thei, ae-
“ cording to the Potsdam decisionc, these enterprises should huve been dicmantled

but thot the USSR wished to provide employment in the Saviet Tone and that thero.
fore the enterprises would remsin in Germanny. 1t Lo not necessnry to dwell upon
thie threadbare pretext.

The basis for che Soviet expropristions wus Order Yo 177 of "On the Transtoer
o1 Enterprises 'n Germany to the Cunership of the USSR on 'm Basis of the
Reparations Claims of the USSR". Tre order included a 1list of 20D enterprises
covered by It, including *the lergest enterprises of the Doviet llono.

[1]
)
3
o

For reagsons which remained otiscure thes
corporations. According te the ontries in the t:
as the heedquarters. The capitals o:‘ the rezcrect

W oWns givon
f‘ndc*‘ werse

. riven as headquarters of the - runches, rntiun for
- Soviet Property Abreod of the U"f:f-‘ Minirtry cf 7 penred
as the principal participent in the wn‘."\o)"‘hwen_ \Jf \.k"e r'or.‘.p.rmlnr
Soviet companies such oo Raumne Oxoort, Meshinoimyert and Teblo;
were brought in as secondary par..2ipants. The voard of directo
h ¥ of Soviet citizens

The structure of the SAGs is unique. Thew ¢
paying rent to the USER far the us< of the plants
hundred million marks annually. In ddition, the prof.
the Soviet stockholders.
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Of the 200 enterprises originally taken over by the Soviet Uniorn, seventy
four were returned to German ownership by early 1Gh7. The enterprises re-
turned were almost exclusively those which operated st a loss. The motive i
for the return clarified not only that action but elsn the reason for the
original transformation of the enterprises into SAG:z. iy

~

S
R N

Obviously the pure profit motive, though not decisive, was at least as
important as the desire for control of the decisive parts of the industry.
In terms of the prodwrtion value, the plants returned by the USSR represented
one sixth of all SAGs. Later on, the USSR geve up several other plants,
especially in Spring 1950 when it returned 23 enterprises to the German ad-
ministration.

B. SAG Share in Production

The SAGs represen: a tremendous economic power complex. Never before has
there been such alienation of property in a civilized country. The latest
available informntion indicates that the gross production value of the entire
Soviet Zone industry (not including the foodstuffs industry) during the first
half of 1949 emounted to 7,423,000,000 merks, of which 2,534,000,000 merks, or
34 percent, was the SAG share in the production velue. If the food industry
with e grose production value of 1,430,000,000 marks is included, the share
of the SAGs is reduced to 30 percent since they are of no importance in this
branch of indusiry. .

The SAGs are concentrated in the basic industries, while in the consumer
goods industries they are in the beckground. They nold the largest shsre in
the chemical industry. Out of a total gross production veluec of 1,8L5,000.200
marks in the first half of 1943, the gross production valus of +the SAG's vis
1,251,000,000 marks or about two thirdn.

C. Value of the SAGs

This SAG trust represents tremendous assets. Th~2 original German estimates
were very 1low since they originated.fpom: book values. which were far below the
actual values. Despite this fact tbe USSR did not accept the originsl estimatec.
On the contrary, in Order No 1838 of 30. July 1947 the USSR established new and
less fevorable principles for evaluation, Coal .and other mineral resourc2s were
not included in the value at all. High deprecietion rates were establiz i
the enterprises. The Land governments were forced to sign documents cuntaining

the new, considerably lower estimates.

An unusual event shows how serious the situation was and how unjustified
; the Soviet astimates were considersd. At a conference of the Finance Ministers
. of the Soviet Zone on 1 Octcber 1047, Henry Meyer, who was thoen President of the
Adnministrotion for Publiz Finances, declared that the pressurs, tn which the
cebivets 0f the Loender were sub’. ted, excused the members of the cobinets
cigned the documents but it . ! not Justify them before the nation ang
Lefare history.

EX

For Tachsen-Anhelt £ list of 2h C:.ober 12LT 16 available corv-ining oo-
timated velues for all SAGs locuted there (see toble below). The list showed
en amount of 1,179,000,0CC marks (according to the original German estimates)
vhich wee reduzed to 9Th million marks by Order No 188  The waiine At rhe
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Bura Plan. (Bunawork) in Schkopau, originally ostimated at 261 million marks,
was reduced to 209 million marks. The amounts for Leune are 174 and 167 million
marks.

These values just about correspond to the capital stock. ALl SAGs registercd =
in the Helle tradec register have & combined cepital of 2,419,000.CCO rublaosgy whish ; N
at about 0.50 marks per ruble, corresponds to 1.2 billion marks. This fact *: . S
Co interesting because the original German estimete wes thet high but the valuation N :
Lo which the Soviet Zone was forced to accept under Order No 188 was lower. By :
fixing the value of the capital stock as it did, the USSR indirectly acknowledged
the higher values.

The figures for Sachsen-Anhalt provide a good basis for estimating the total
value of all SAGs, since about one half of all Soviet corporations are located
in this Land. If the original and very conservative estimates are taken as the
‘base, Rince there is no reason to recognize the drastic rules of Order No 188, .
the total value of the SAGs would be sbout 2.5 billion marks. This is a min-
imum estimate. Actually, the present value is considersbly higher, since an
emount should be added to the book values, on which the estimate is based, in
order to arrive at the real values.

A large percentage of the production of the SAGs goes for reparations; a
further percentage 1s exported. However, large quantities of the production
are marketed in the Soviet Zone itself.

Enterprises Transferred to USSR Ownership

@mt of currency not specified; probably Reichsmark_s]

o " Transfer Volue Transfer Value
. Ace to Assess- Corrected Ace to
: Name of Enterprise ment Lists Order No 188 Difference

v

TIron and Fcourdsy Tt s

(E1sen-und Huetten-

werke), Thale

(Harz) 33,295,786 17,950,188 - 15,345,598

0. Kunsch Steel Mill
(Stahlwerk 0. Kunsch), )
S11bitz and Rasberg 4,598,670 b,757,067 + 58,197

Steel and Iron Works
(Stahl-und Eisen 3
Werk), Franlleben k1,931 799,56k - 142,387

!

1

i Copper and Brasgs

i Works (Kupfer-und

: Messing werk),
s Hettstedt 19,775,270 19,299,756 - L75,51h

Pfeennerhall Com-

bine (Kombinat
Pfaennerhall) 19,426,876 12,h23,102 ~ 7,003,774
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Transfer Value Transfer Value
Acc to Assess- Corrected Acce to
Name of Enterprise ment Lists Order No 188 Difference

Friedlaender Com-
" bine (Kombinat
Friedlaender 2,333,424 16,099,661 - 8,233,763

Goelzau Combine
(Kombinat Goel-
zau) 10,248,410 9,067,692

1,180,718

Deuben Combine
(Kombinat Deu- .
ben) 37’6261731" 30,184,002

7,442,762

Profei: Combine
(Kombinat

Profen) 36,029,183 33,929,313

Petroleum Fac-
tory (Min- -
eraloelfabrik),
Koepsen 5,750,672 4,928,166 - 822,506

2,099,872

Nachterstedt
Combine
(Kombinat
Nachterstedt), 38,732,126 30,835,340

7,896,786

(This number was as-
signed to the Golpa
Mine (Grube Golpa)
in the SMA 1list.
Because the Golpa
Mine was returned
to Soviet Zone ad-
ministration it was
omitted here but the
numbers assigned in
the SMA list were
retained for all the
other enterprises.)

Brabag. [S:vn-
thetie Gasoline ’
Plaul?/ Zeitz 102,476,925 82,685,103 ~ 19,791,822

Merseburg Ammonia
Works, "Leuna
Works" (Ammoniak-
werk Merseburg,
"Leuna Werke") 174,207,950 167,358,550 - 6,849,390

AGFA Film Fac-
tory (AGFA

Filmfabrik),
Wolfen 89,878,705 66,492,109 - 23,386,595
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Transfer Value Transfer Value
Acc to Assess- Corrected Acc to

Name of Enterprise ment Lists Order No 188 Difference ; ‘
IG-Farben (Due

Syndicate),

Bitterfeld 95,522,018 80,748,710 - 1%,773,308

German Celluloid
Factory (Deutsche
Celluloidfabrik),
Eilenburg 4,475,877 4,759,067 + 285,190

Nitrogen Works
(Stickstofsf-
werke), v
Piesteritz 29,711,725 26,843,211 - 2,868,514

IG-Farben, Wolfen 40,000,281 37,448,427 - 2,551,854

- Buna Works (Buna-
Werke), Schkopau 261,061,518 208,849,379 - 52,212,139

United East and -
Central German
Cement Corpora-
tion (Vereinigte
Ost-und Mittel-
deutsche Zement

A.G.), Nienturg 7,100,684 6,699,536 ~ ho1,148
Vereinigte Ost- ‘

und Mittel-

deutsche Zement

A.G., Nietleben 2,779,763 2,603,338 - 176,425

Vedag /roofing
felt plant/,
Schkeuditz 951,005 956,005 + 5,000

Hocnre & Roehming,
Ammendorf 351,31k 331,302 - 20,012

Weber Paper Fac-

tory (Papier-

fabrik Weber),

Wehlitz 928,202 815,47 - 112,755

E. Behn Paper-
, . Bag Factory
(Papiersack-
fabrik E. Behn),
Nienburg 601,048 504, 240 - 13,708
Krupp-Gruson Cor-
poration (Krupp-

Gruson A.G.), )
Magdeburg h2 ,U’b& 071 27)791 ;738 -1k .'850 »333

_2);-
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Transfer Value Transfer Value
Ace to Assess- Corrected Acc. to
Name of Enterprise ment Lists Order No 188 Difference

Otto Gruson & Co,
Magdeburg 5,044,818 3,354,611 - 1,690,207

"Buckau Machine Fac-
tory (Maschinen-
fabrik Buckau), R.
Wolf, Magdeburg (The
transfer of the
Maschinenfabrik
Buckau, R. Wolf,
Magdeburg, had not
been accomplished at
the time of the re-
vision of the valu-
ation. The basis for
the estimate wasg
Order No 188 and the
regulations pertaining
to 1t.) 20,668,738 20,688,738 -

Polysius Corporation
. . (Polysius A.G.), :
Dessau-Anhalt 5,111,481 k,919,564 - 191,917

A.V. Mackensen,
Magdeburg 3,320,400 2,990,178 - 330,222

Zeitz Iron Fourdry

and Machine-~

Building Factory

(Zeitzer Eisen-

glesserei und

Maschinenfebrik),

Zeitz 2,278,342 2,094,721 -~ 183,630

Maschinenfabrik,
Sangerhausen 3,961,533 3,030,0:2 -~ 031,h41

Ky <™ = ~user Foundry
(Kyffaeuserhuette ), B
4rtern (Unstrut) %,176,062 3,599,526 - 576,535

Mifa, ,Mitteldeut-
sche Fahriadfabyt k-
Central Germen
Bicycle Factory7,

Sangerhausen 1,685,199 1,378,420 - 306,760
Schaeffer & Buden- 3 B
berg, Megdeburg 29,915,305 22,303,82¢ ~ 7,511,588
Steinle & Hartung, » .
Quedlinburg 660,095 631,034 ~ 29,060
- 25 -
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Transfer Value Transfer Value
’ Acc to Assess- Corrected Acc to
Neme of Enterprise ment Lists Order No 188 Difference

Gottfried Lindner

Corporation

(Gottfried Lind-

ner A.G.),

Ammendorf 13,400,167 10,204,622 - 3,195,545

Dessau Railroad-
Car Manufactur-
ing Plant
(Dessauer Waggon-
fabrik), Dessau 3,179,695 2,895,501 - 284,194

Kloeckner Rolling
Mill for Semi-
Finished Products

(Halbwalzverk
Kloeckner), .
Ilsenburg © 1,967,674 892,932 - 1,073,742
Total 1,178,936,67 974,225,282 - 204,711,186
or ar =)

r
100 percent 82.7 percent 17.3 percent

Table prepared by Section for Industrial Reparations, Halle, 24 October
1947.

IV. DISMANTLINGS

The Soviet Zone suffered considerably greater lossesg through dismantlings
and the many other forms of withdrawing capital assets L’fhan through any other
Soviet action_.] The ravages resulting from the war actions and the occupation
were more extensive En the Soviet Zone/ than in West Germany. The most
striking difference can bhe observed in the Soviet Zone itself since Thueringen
and large parts of Sachsen-Anhalt and Sachsen were first occuvied by the US and
only later on transferred to the USSR.

The USSR has taken much more war booty than the Western occupying powers.
But there is no reason for interpreting the term "war booty" as broadly as iy
USSR would like to. Above all 1t is impossible to consider everything that
has been taken prior to the capitulation as war booty. Machines and other
cQuipment taken at that time should be considered as dismantled equipment
and creaited to the reparations account the game ns the dismantled equipment
taken later on.

A, Dismantling Cycles

The first huge dismantling cycle began right after the start of the orccu-
pation. The USSR shipped away factory installations at a tremendous pace.
This was done especially fast and thoroughly in Berlin because a fait
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accompli had to be ackieved tefore the Western troops could advance to Berlin.
Then, as well as late: on » the USSR did not respect the Potsdam Agreement which
stipuleted that only certain facilities were to be dismantled either partly

or wheily, The USSR also dismentled installations which were unmistakebly for
the use of the peace-time industries.

The first cycle was followed by a second one during the fall of 1945. This
again meant the loss of considerable assets by the Soviet Zone. The dismantling
was continued in great volume during the third cycle in the spring of 1946.
These three great cycles were clearly distinguishable. They accounted for most
of the dismantlings. Especially annoying and hampering was the effect on some
enterprises, which, after being rebuilt following one dismantling, were dis-
mantled egain in the second or even the third cycle.

During the fall of 1946 the USSR shipped the equipment of special ermament

+ factorles Eo the USS __7 These factories had been rebuilt and put back into
production by the USSR, Obviously the reason for the rebullding was the aim
to get back the specialists who knew certain specialized production procedures.
But when it appeared that there might be international inspection of the status
of disarmement, the expulsion of the specialists and the dismantling of the
fectories began on 21 October 1946, one day after the elections for the Land-
tags (Leender parliaments). The greatest loss for the Soviet Zone was the dis-
mantling of the Zeist}. Works in Jena.

During spring 1947 there was some minor dismantling of other equipment be-
longing to coal mines, briquette factories, and electric power plants, which,
nevertheless, had a very harmful effect. By that action extreme difficulties
were created for the.entire economv of the Soviet Zone. Since then only iso-
lated cases of dismantlings occurred. Some of the more important of such
cases were the partial dismantling o the Buna Works in Schkupau and the com-
plete dismantling of two former Siemens factories in Gere ong Arnstadt.

B. The Extent of Dismantlirngs

A tabulation of the extent of dismantlings was publiched by the Manchester
Guardien on February 1947. fThiz tenle. given helaw, is a gummarv, in —oung
figures, of computations prepared during the late summer of 1946 by th.
appropriate central adm.nmistration. The computations are not reliable but
no better information is obtainable. The data are presented here in their
original form. The entire coal mining {rdustry as well as briquette fac-
tories and electric power plants, are not included therein, It can be esti-
mated that dismantlings amounted to at least one third of the capacity for
these industries. Moreover, dismantlings hit heavy industry especially hard.
Dismantling of light industry was less extensive but should not be underest?-
mated. Here, as in all dismantlings which took place, the hest und the most
modern installations were removed. Trerefore, the real loss is higher than that
indicated by the percentage figures.

The data of the table on dismantlings are vercentages of actually existing
capacities, not of any pre-war capacities. Therefore, in the mANny cages where
the productive capacity was expanded since 1936 the remalning copacity should
not be compared with the 1936 capacity.

It is practically impossitle to compute an over-all rate for industrial dis-
mantling. Various considerations lead to the conclusion that, at any rote, f+

amounts to more then one half of the highest mavacity which existed at any
ime . N
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Dismantling of transportation equipment took place in addition to that of

industrial equipnment.

Especially thoroughgoing was the removal of the second

sets of tracks end the dismantling of entire railroad lines.

this, e large quantity of rolling stock, switches, and signal installations
were also shipped [ +o the USSR7.

Loss of Productive Capacity

Through War Action and Dismantling

Loss of Capacity

In addition to

Through Wer Through Remaining

Brench oi Industry Action (%) Dismantling (%) Capacity (%)
Metellurgy 10 64 T 26
Iron foundries and

rolling mills - 20 20
Machine building 2h 53 23
Vehicle vuilding 21 18 25
Electrical industry 20 60 20
Precision instru-

ments and optics 15 63 22
Calcined soda 5 8s 10
Caustic soda - 60 40
Sulfuric acid made

from gypsum - 100 -
Sulfuric acid rade

{rom other rav

materials - 30 70
Magnesium oxide - 100 -
Rubber processing

-- vehicle tires - a5 5
Bruke and clutch

linings - &0 Lg
Rubber conveyer

belts, over 1200

millimeters wide - 200 -
Rubber thread, not

covered - 100 -
Wire and scraper
materiale - 100 -
Rubber soles
and heels - ho
- 28 .
RESTRICTED

Approved For Release 2003/09/03 : CIA- RDP80-00809A000700220301 -8

“mmmmm



Approved For Release 2003/09/03 : CIA-RDP80-00809A000700220301-8
’ 25X1

Loss of Capacity

Through War Through Remaining
Brgnch of Industry Action (%) Dismantling (%) Capacity (%)
4 ,

Cement 10 4o 50
Gypsum 5 35 &0
Plywood - 100 -
Kieselguhr - 100 -
Ceramics 15 35 50
Lumber 20 15 €5
Artificial fibers 5 30 v 65
Textiles 10 15% %
Knitting and

weaving 10 10 80
Leather products 8 25 67
Shoes 5 15 8o

Fur products 10 10 8o
Cellulogse and

paper 15 L5 Lo

*Includes cotton spirning rills in particular.

C. Estimating the Total Value of Dismantlings

The value of the enterprises transformed into the SAGs can provide the basis
for estimating the total velue of the dismantled installations. However, appro-
priate allowances should be made for the very high dismantling costs. If these
costs are assumed to be one half of the total value, the value of the dismantled
industrial installations to be charged to the reparations account would come to
four billion marks. Adding to this figure the value of railroads and other
communications installations (telephone offices etc.) which were dismantled;
as vell as the value of installations dismantled in other sectors of the econ-
omy, brings the total to at least 5 billion marks after deduction of all dis-
mantling costs. As noted regarding the valuation of the SAGs, these figures
ere also the minimum values.

There would, of course, be & Justificutlon {or including in this computation
many other commodities teken by the USSR. It muy be estimated that the reduction
of livestock by the USSR caused & loss of at least ~nc half billion marks. Thew-
is no doubt that not all the slaughtered cuttle was required for provisioning
the Soviet Army. Entire herds, among them very valuable breeding animals,
were taken away. Many other things elsc could be taken into consideraticn, ns
for instance the confiscation of works of art and goods in stock. But it
would be impossible to make an over-asll estimate of evervthing that was des-
ignated as war booty and actuslly was nothing of the kind.

5y
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V. GENERAL SURVEY

A. Summary of Soviet Zone Deliveries to the USSR

From the Preceding computations and estimates it is now pnesible to
summarize the deliveries of the Soviet Zone to the USSR. Payments from the
public treasuries: 28.3 billion marks; the value of the SAGs: 2.5 villion
marks; and the net value of the removed installations: 5.0 billion marks ;
total: 35.8 billion marks. Deducting from this amount 9 billion marks for
occupation costs leaves 26.8 billion marks > which represents the value of all
reparations paid by the Soviet Zone by the end of 1950.

This amount must be converted at the exchange rate of 2.50 marks for one
dollar, the same rate on which the USSR bases the Soviet Zone foreign trade.
The favorable exchange rate is Justified because the USSR uses the 1944 prices
or only slightly higher prices on the mark side of the account. According to
this exchange rate the reparations of the Soviet Zone (from current payments
only without occupation costs) amounted to 7.7 billion dollars. The SAGs
were valued at one billion dollars and the dismantlings at two billion dollars.
Total payments: 10.7 billion dollars.

General Survey of the Soviet Zone's Deliveries
to the USSR From 1945 to 1950

Value Value
(billion marks) (villion dollars)
N Total payments 28.3 11.3
For occupation costs 9.0 3.6
. Payments for reparations 19.3 1.7
Soviet Corporations 2.5 1.0
Dismantlings 5.0 2.0
Total reparations
deliveries 26.8 10.7

It should be emphasized once more that all calculations are extremely con-
servative so that nobody can claim that the figures are exaggerated. In ad-
dition, the computation does nc' take into account that the USSR actually has
received additional services frcm Germany: Berlin also had to pay reparations;
the Soviet Union received German merchant ships; it jarticipated in the dis-
mantling in West Germany, although it had to deliver gocds from the Soviet
Zone in exchange; part of the German aggets in foreign couniries became its
property; German patents were made available to it as to Lhe otner countrics.
Estimates for these and many other items were not included. The deliveries
of the Soviet Zone by themselves are so large that all reparat.ons demands
of the USSR and Poland chould have been satisfied.
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B. Other Methods of Exploitation

Tn asddition, the USSR was very ingemious in finding many other sources of

.. exploitation. The Soviet monopolistic companies, such as or
Y, DERUNAPHT, operate in the Soviet Zone. It is cowpulsory for Soviet xotlon ple-

3 tures to be shown. The USSR has made hundreds of millions of werks through one
. of her trede companies vhich systemstically organiied & large-scale black
market. In the foreign trade with the USSR the Saviet Zone recelves low prices
for its exporte but must pay high prices for its imports. The April-Decender
1949 budget provides 40O million zarks for foreign trade subsidies to keep
the prices of imports dowm and to suoport the exporters. The 1950 budget -
: provided almost 600 million marks for the same rurgose btut more then one billion
- ¢ parks wvas actually spent. Since the USSR is the largest trede partner of the
. Soviet Zora, & large part of these luge experditurcs must have been in favor
of the USSR, actuslly more than one billion wmarks during the entire pericd.
. The USSR also participates in the foreign trede of the Soviet Zone oy laying
claim to part of the foreign exchang: derived from Soviet Zone exporta. More
" Soviet exactions coudd be cited. But none of then were included in this com-
putation; nevertheless the deliverics of the Soviet Zene totnled 10,7 villien
gollexe. . . : :

g P e L e 2

Therefore Stalin's mesange of 2he nicdle of May 1950 to the Pankow Govern-
ment vas all the more staggering vheon he stated that the total payments of the ‘
P Scviet Zone up to the end of 1250 wsre to be cotimated at 3,658 milllon - : i
A ~ * dcllars. This is nothing clse but zn ardityary {ligure and proof of the fact 3
. . that the USSR intends to recognize only about one third of the actual Soviet
i tont payments. In view of thls brutul practice it doas not mean anything for -
Ttz USSR to declare ita intention of reducing by one helf the allegedly remaining
,arstions demards. If it can arbitracily determine the value of reparations -
raymants them 1t slso has the pover to demond as much as bafore but credit
only ore half of the real vulue. The reductlon means even lesa since the USSR
vny, i€ 1t 80 desires, increcse tlu fiow from the other sources of exploltation.

e A o i

N

e

b e e B S, s

C._Direct and Indirect Demages

The figures mentioned above piovide only a very inadquate accaont.of this
cxploitation. For the indirect effeets on the total rcomomy are Juat wa geric ..
as the direct demages resulting fron the loss of capital assets and ficethe . 7
requistitioning of a large port of the current production. . The oconory of the L
: Soviet Zone has been fully attuned to the requirements of the USSR. The ceonmaie ..
plon of the Sowic’ Zone is only one facet of the gemeral Soviet plan. Whem the ' 7.
ll:s!: rRedet copdr wieht aftar the war. the tote) -:\nﬂumr gf?‘c&‘.t. el Dot
LR oF 8 RIS Fope opd even oot opltel of Teplnz oo daver gontiion,,

of the Soviet Zone population vere most severely impalred.
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; . Later on, the occupation power charged its demands to producora’ goods end

P  pemitted s somevhat hipher stondard of ‘living to the population. The fovien

Sone economy would huve nceded machines ond spave perts, in particwler, in oo

10 be sble Lo undertake repairs and reconstruction at long last, btui it hod L
to deplete its capitel anssets instesd. To the extent that improvemente SPe Aner - R
taken, they are carried out primarily to improve the prodvotion of raparstionn - ’
goods. In other words not oply large reparations are deponded by the USiR,
which it acknowledgces only in pari, but also the entire -zonomy of. the Soviel
Zone serves the reparctions derands of the USSR. R

5 AN B ATI g1

et o v

The Dirccior oF the Reparations Department of the German Econoniec Com-. .
mission, Weinbarger, o Scviet citisen of Hungarien netionality, elurrly o
prussed the reason vhy the Soviet Zone was harnmessed for the purpos-z of th:
Soviet Union to such a degree. At a reparations meeting on 9 -August 191
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s ?at;:.c:‘;hz.: :?ethripa}:ations would help increase the war potential of the

of Buch impoctance ths speclal significance" the reparations are to be considered

etates: MEoast s at the new Five-Year Plan of the Soviet Zone explicitly

USSR aod L Republ?unﬁm fulfiliment of the reparations obligations to the

for quantity, e rt;e of Poland in accordance with the specifications laid down

Fon geantity, nt, and quality, is the most urgent task of the [Boviet
ustry which must be accomplished without fail."

3 L END-
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